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Central Office (264) for review. The
same minimum financial requirements
described in §36.4348(b)(5) must be
maintained and verified annually in
order to be recertified for automatic
authority.

(2) Processing annual lender data. The
VA regional office having jurisdiction
for the lender’s corporate office will
mail an annual notice to the lender re-
questing current information on the
lender’s personnel and operation. The
lender is required to complete the form
and return it with the appropriate an-
nual renewal fees to the VA regional
office.

(Authority: 38 U.S.C. 501(a), 3702(d))

(e) Lender fees. To participate as a VA
automatic lender, non-supervised lend-
ers of the class described in 38 U.S.C.
3702(d)(3) shall pay fees as follows:

(1) $500 for new applications;

(2) $200 for reinstatement of lapsed or
terminated automatic authority;

(3) $100 for each underwriter ap-
proval;

(4) $100 for each agent approval;

(5) A minimum fee of $100 for any
other VA administrative action per-
taining to a lender’s status as an auto-
matic lender;

(6) $200 annually for certification of
home offices; and

(7) %100 annually for each agent re-
newal.

(f) Supervised lenders of the classes
described in paragraphs (d)(1) and (d)(2)
of 38 U.S. Code 3702 participating in
VA'’s Loan Guaranty Program shall pay
fees as follows:

(1) $100 fee for each agent approval;
and

(2) $100 annually for each agent re-
newal.

(Authority: 38 U.S.C. 501(a) and 3703(c)(1))

(9) Lenders participating in VA’s
Lender Appraisal Processing Program
shall pay a fee of $100 for approval of
each staff appraisal reviewer.

[56 FR 40561, Aug. 15, 1991, as amended at 57
FR 829, Jan. 9, 1992; 57 FR 40616, Sept. 4, 1992;
63 FR 12004, Mar. 12, 1998]
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§36.4349 Withdrawal of authority to
close loans on the automatic basis.

(a)(1) As provided in 38 U.S.C. 3702(e),
the authority of any lender to close
loans on the automatic basis may be
withdrawn by the Secretary at any
time upon 30 days notice. The auto-
matic processing authority of both su-
pervised and nonsupervised lenders
may be withdrawn for engaging in
practices which are imprudent from a
lending standpoint or which are preju-
dicial to the interests of veterans or
the Government but are of a lesser de-
gree than would warrant complete sus-
pension or debarment of the lender
from participation in the program.

(2) Automatic-processing authority
may be withdrawn at any time for fail-
ure to meet basic qualifying and/or an-
nual recertification criteria.

(i) Non-supervised lenders. (A) Auto-
matic authority may be withdrawn for
lack of a VA-approved underwriter,
failure to maintain $50,000 in working
capital or $250,000 in adjusted net
worth, or failure to file required finan-
cial information.

(B) During the 1-year probationary
period for newly approved lenders,
automatic authority may be tempo-
rarily or permanently withdrawn for
any of the reasons set forth in this sec-
tion regardless of whether deficiencies
previously have been brought to the at-
tention of the probationary lender.

(i) Supervised lenders. Automatic au-
thority will be withdrawn for loss of
status as an entity subject to examina-
tion and supervision by a Federal or
State supervisory agency as required
by 38 U.S.C. 3702(d).

(Authority: 38 U.S.C. 501(a), 3702(d))

(3) Automatic processing authority
may also be withdrawn for any of the
causes for debarment set forth at
§44.305 of this title.

(b) Authority to close loans on the
automatic basis may also be tempo-
rarily withdrawn for a period of time
under the following schedule.

(1) Withdrawal for 60 days:

(i) Automatic loan submissions show
deficiencies in credit underwriting,
such as use of unstable sources of in-
come to qualify the borrower, ignoring
significant adverse credit items affect-
ing the applicant’s creditworthiness,
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etc., after such deficiencies have been
repeatedly called to the lender’s atten-
tion;

(i) Employment or deposit
verifications are handcarried by appli-
cants or otherwise improperly per-
mitted to pass through the hands of a
third party;

(iii) Automatic loan submissions are
consistently incomplete after such de-
ficiencies have been repeatedly called
to the lender’s attention by VA; or

(iv) There are continued instances of
disregard of VA requirements after
they have been called to the lender’s
attention.

(2) Withdrawal for 180 days:

(i) Loans are closed automatically
which conflict with VA credit stand-
ards and which would not have been
made by a lender acting prudently;

(i) The lender fails to disclose to VA
significant obligations or other infor-
mation so material to the veteran’s
ability to repay the loan that undue
risk to the Government results;

(iii) Employment or deposit
verifications are allowed to be
handcarried by applicant or otherwise
mishandled, resulting in the submis-
sion of significant misinformation to
VA;

(iv) Substantiated complaints are re-
ceived that the lender misrepresented
VA requirements to veterans to the
detriment of their interests (e.g., vet-
eran was dissuaded from seeking a
lower interest rate based on lender’s
incorrect advice that such options were
precluded by VA requirements);

(v) Closing documentation shows in-
stances of improper charges to the vet-
eran after the impropriety of such
charges has been called to the lender’s
attention by VA, or refusal to refund
such charges after notification by VA;
or

(vi) There are other instances of lend-
er actions which are prejudicial to the
interests of veterans such as deliberate
delays in scheduling loan closings.

(3) Withdrawal for a period of from
one year to three years:

(i) The lender fails to properly dis-

burse loans (e.g., loan disbursement
checks returned due to insufficient
funds);

(i) There is involvement by the lend-
er in the improper use of a veteran’s

38 CFR Ch. | (7-1-04 Edition)

entitlement (e.g., knowingly permit-
ting the veteran to violate occupancy
requirements, lender involvement in
sale of veteran’s entitlement, etc.).

(4) A continuation of actions that
have led to previous withdrawal of
automatic authority justifies with-
drawal of automatic authority for the
next longer period of time.

(5) Withdrawal of automatic proc-
essing authority does not prevent a
lender from processing VA guaranteed
loans on the prior approval basis.

(6) Action by VA to remove a lender’s
automatic authority does not prevent
VA from also taking debarment or sus-
pension action based on the same con-
duct by the lender.

(7) VA field facilities are authorized
to withdraw automatic privileges for 60
days, based on any of the violations set
forth in paragraphs (b)(1) through (b)(3)
of this section, for nonsupervised lend-
ers without operations in other sta-
tions’ jurisdictions. All determinations
regarding withdrawal of automatic au-
thority for longer periods of time or
multi-jurisdictional lenders must be
made in Central Office.

(c) VA will provide 30 days notice of
a withdrawal of automatic authority in
order to enable the lender to either
close or obtain prior approval for a
loan on which processing has begun.
There is no right to a formal hearing to
contest the withdrawal of automatic
processing privileges. However, if with-
in 15 days after receiving notice the
lender requests an opportunity to con-
test the withdrawal, the lender may
submit in person, in writing, or
through a representative, information
and argument in opposition to the
withdrawal.

(d) If the lender’s submission in oppo-
sition raises a dispute over facts mate-
rial to the withdrawal of automatic au-
thority, the lender will be afforded an
opportunity to appear with a rep-
resentative, submit documentary evi-
dence, present witnesses, and confront
any witnesses VA presents. The Under
Secretary for Benefits will appoint a
hearing officer or panel to conduct the
hearing.

(e) A transcribed record of the pro-
ceedings shall be made available at
cost to the lender, upon request, unless
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the requirement for a transcript is
waived by mutual agreement.

(f) In actions based upon a conviction
or civil judgment, or in which there is
no genuine dispute over material facts,
the Under Secretary for Benefits shall
make a decision on the basis of all the
information in the administrative
record, including any submission made
by the lender.

(@) In actions in which additional
proceedings are necessary to determine
disputed material facts, written find-
ings of fact will be prepared by the
hearing officer or panel. The Under
Secretary for Benefits shall base the
decision on the facts as found, together
with any information and argument
submitted by the lender and any other
information in the administrative
record.

(Authority: 38 U.S.C. 501, 1803(c)(1))

(The information collection requirements in
this section have been approved by the Office
of Management and Budget under control
numbers 2900-0574)

[56 FR 40562, Aug. 15, 1991, as amended at 61
FR 28059, June 4, 1996; 63 FR 12007, Mar. 12,
1998]

§36.4350 Estate of veteran
property.

(a) The estate in the realty acquired
by the veteran, wholly or partly with
the proceeds of a guaranteed or insured
loan, or owned by him and on which
construction, or repairs, or alterations
or improvements are to be made, shall
be not less than:

(1) A fee simple estate therein, legal
or equitable; or

(2) A leasehold estate running or re-
newable at the option of the lessee for
a period of not less than 14 years from
the maturity of the loan, or to any ear-
lier date at which the fee simple title
will vest in the lessee, which is assign-
able or transferable, if the same be sub-
jected to the lien; however, a leasehold
estate which is not freely assignable
and transferable will be considered an
acceptable estate if it is determined by
the Under Secretary for Benefits, or
the Director, Loan Guaranty Service,
(i) that such type of leasehold is cus-
tomary in the area where the property
is located, (ii) that a veteran or vet-
erans will be prejudiced if the require-

in real
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ment for free assignability is adhered
to and, (iii) that the assignability and
other provisions applicable to the
leasehold estate are sufficient to pro-
tect the interests of the veteran and
the Government and are otherwise ac-
ceptable; or

(3) A life estate, provided that the re-
mainder and reversionary interests are
subjected to the lien; or

(4) A beneficial interest in a rev-

ocable Family Living Trust that en-
sures that the veteran, or veteran and
spouse, have an equitable life estate,
provided the lien attaches to any re-
mainder interest and the trust arrange-
ment is valid under State law.
The title to such estate shall be such
as is acceptable to informed buyers,
title companies, and attorneys, gen-
erally, in the community in which the
property is situated, except as modified
by paragraph (b) of this section.

(b) Any such property or estate will
not fail to comply with the require-
ments of paragraph (a) of this section
by reason of the following:

(1) Encroachments;

(2) Easements;

(3) Servitudes;

(4) Reservations for water, timber, or
subsurface rights;

(5) Sale and lease restrictions:

(i) Except as to condominiums, the
right in any grantor or cotenant in the
chain of title, or a successor of either,
to purchase for cash, which right was
established by an instrument recorded
prior to December 1, 1976, and by the
terms thereof is exercisable only if:

(A) An owner elects to sell,

(B) The option price is not less than
the price at which the then owner is
willing to sell to another, and

(C) Exercised within 30 days after no-
tice is mailed by registered mail to the
address of optionee last known to the
then owner of the then owner’s election
to sell, stating the price and the iden-
tity of the proposed vendee;

(if) A condominium estate estab-
lished by the filing for record of the
Master Deed, or other enabling docu-
ment before December 1, 1976 will not
fail to comply with the requirements of
paragraph (a) of this section by reason
of:

(A) Prohibition against leasing a unit
for a period of less than 6 months.
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